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Ladies and Gentlemen, ' THOMSON
FINANCIAL
Re:  Shandong International Power Development Company Limited (the
“Company”) — Information Furnished Pursuant to Rule 12g3-2(b)
Under the Securities Exchange Act of 1934 (File Ref.: 82-4932)

This letter and the enclosed materials are furnished to the Commission pursuant to the
referenced exemption from the registration requirements of Section 12 (g) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), available to foreign private
issuers pursuant to Rule 12g3-2(b) thereunder.

The purpose of this letter is to furnish to the Commission the documents relating to the
Company which were made public since our letter dated September 5, 2003, copies of which
are enclosed with this letter (indexed in Annex 1).

If you have any questions with regard to this letter, please contact the undersigned in the
Hong Kong office of Baker & McKenzie by telephone at 011-852-2846-2429 or by facsimile
at 011-852-2842-0516.

On behalf of the Company, thank you for your attention to this matter.

Very truly yours,
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Michael Abbott  Andrew J.L. Aglionby  Brian Barron  Kathileena M. Carpio  Daniel L.F. Chan Efsa S.C. Chan Rico W.K. Chan Barry W.M. Cheng

Milton Cheng Debbie F. Cheung Peggy P.Y. Cheung Cheung Yuk-Tong Stephen R. Eno” David Fleming  George Forrai* Graeme R. Halford

William K.K. Ho  William Kuo Stephen Kwong HMarvey Lau  Angela W.Y. Lee™  Lawrence Lee Nancy Leigh  Anita P.F. Leung Cheuk Yan Leung

Li Chiang Ling  Jackie Lo  Shara Lo  Andrew W. Lockhart  Doug Masson  Siobhan McKeating  Michae!l A. Olesnicky  Anthony K.8. Poon*  Christopher Smith

David Smith ~ F. Jeannie Smith  Andrew Tan  Tan Loke Khoon  Paul Tan  Poh Lee Tan  Cynthia Tang?

* Notary Public t China-Appointed Attesting Officer
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BAKER & MPKENZIE
Annex 1

A List of Documents Made Public ' ‘
in connection with the Listing since last submission of September 5, 2003

1. Notice of Extraordinary General Meeting.
2. Proxy form for use at the Extraordinary General Meeting.
3. Reply slip for attendance.

4. The 2003 “glossy” Interim Report.
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SIPD 12g3-2 (b)
File No. 82-4932
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SHANDONG INTERNATIONAL
POWER DEVELOPMENT COMPANY LIMITED

(A Sino-foreign investment joint stock company limited by shares incorporated in the People's Republic of China)

W R

PROXY FORM FOR USE AT THE EXTRAORDINARY GENERAL MEETING

I/We with H share shareholder account number (if applicable): .
of (Note !}, being the registered holder(s)
of domestic shares / H shares (Note 2) in Shandong International Power Development Company Limited (the

“Company”), HEREBY APPOINT THE CHAIRMAN OF THE MEETING or

of (Note 3) as my/our proxy to attend and act for me/us at the Extraordinary General Meeting

of the Corﬁpany to be held at Beijing New Century Hotel, 6 Southern Road Capital Gym, Haidian District, Beijing, the People’s Republic of China at 10:00 a.m.
on Wednesday, 22nd October, 2003 or at any adjournment thereof and to vote for me/us on my/four behalf at such meeting or at any adjournment thereof in respect
of the resolutions set out in the Notice of Extraordinary General Meeting as hereunder indicated, or if no such indication is given, as my/our proxy thinks fit (all
the following resolutions are ordinary resolutions).

RESOLUTIONS FOR AGAINST
(Note 4) (Note d)

1. “THAT each of Mr. DING Huiping, Mr. ZHAO Jinghua, Mr. HU Yuanmu and Mr. WANG Chuanshun
be and is hereby appointed as an independent director of the Company with immediate effect AND
THAT the board of directors of the Company be and is hereby authorised to determine their
remuneration.”

2. “THAT it is hereby approved that, subject to compliance with such relevant requirements as prescribed
by regulatory authorities in the People’s Republic of China regarding special committees to be
established by boards of directors of listed companies, the board of directors of the Company is entitled
to establish a strategic committee, an audit committee and a remuneration and monitoring committee
AND THAT the board of directors of the Company be and is hereby authorised to decide on ail
matters incidental to the timely establishment of such committees.”

Signature (Note 5) Date: 2003
Notes:

1. Please insert full name and address in block capitals.

2. Please delete as appropriate and insert the number of shares in the Company registered in your name and to which this proxy form relates. 1f no such number is inserted, this

proxy form will be deemed to relate to all the shares in the Company registered in your name.

3. You are entitled to choose any person to be your proxy. If a person other than the Chairman of the Extraordinary General Meeting is to be appointed as your proxy, please strike
out the words “THE CHAIRMAN OF THE MEETING” and insert the full name and address of the proxy to be appointed in the space provided. You are entitled to appoint one
or more proxies to attend and vote at the meeting. The praxy need not be a member of the Company. However, if you appoint more than one proxy, you should state the number
of shares each of them represents. Any alteration made 1o this proxy form must be signed by the person who signs the proxy form.

4. Important: 1f you wish to vote for any resolution, tick the box marked “For”. If you wish to vote against any resolution, tick the box marked “Against”. In respect of each of
the resolutions, failure to tick either box or failure to indicate as to how to vote on the proxy form returned will entitle your proxy to decide whether to vote and as to how to vote
at his discretion.

5. This proxy form must be signed by you or your attorney duly authorised in writing. If the attorney is a corporation or an institution, this proxy form must be executed under seal
or executed by its director or a duly authorised person. All powers of attorney referred to in this Note must be notarised.

6. To be valid, this proxy form and the notarised power of attorney or other documents of authorisation must be delivered to the Secretarial Office of the board of directors of the
Company or, as the case may be, the Company’s H share registrar's address at Hong Kong Registrars Limited, Rooms 1901-05, 19th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong not less than 24 hours before the time designated for convening the Extraordinary General Meeting.

7. When attending the Extraordinary General Meeting, proxies representing the respective shareholders should present their completed and signed proxy forms and their identity
documents. ' :
8. This proxy form should be completed in duplicate. One form should be delivered according to the instructions as set out in Note 6 and the other should be presented by the proxy

when attending the Extraordinary General Meeting according to the instructions as set out in Note 7.

¢
i
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SHANDONG INTERNATIONAL
POWER DEVELOPMENT COMPANY LIMITED

(A Sino-foreign investment joint stock company limited by shares incorporated in the People's Republic of China)

NOTICE OF EXTRAORDPINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that the board of directors of Shandong International Power Development Company Limited (the “Company”) has resolved that an
extraordinary general meeting of the Company (the “Extraordinary General Meeting”) will be held at 10:00 a.m. on Wednesday, 22nd October, 2003 at Beijing New
Century Hotel, 6 Southern Road Capital Gym, Haidian District, Beijing, the People’s Republic of China, for the purpose of considering and, if thought fit, passing the
following resolutions which will be proposed as ordinary resolutions of the Company:

Ordinary Resolutions

1. “THAT each of Mr. DING Huiping, Mr. ZHAO Jinghua, Mr. HU Yuanmu and Mr. WANG Chuanshun be and is hereby appointed as an independent director of the
Company with immediate effect AND THAT the board of directors of the Company be and is hereby authorised to determine their remuneration.”

2. “THAT it is hereby approved that, subject to compliance with such relevant requirements as prescribed by regulatory authorities in the People’s Republic of China
regarding special committees to be established by boards of directors of listed companies, the board of directors of the Company is entitled to establish a strategic
committee, an audit committee and a remuneration and monitoring committee AND THAT the board of directors of the Company be and is hereby authorised to decide
on all matters incidental to the timely establishment of such committees.”

By the order of the board of directors of
Shandong International Power Development Company Limited
N Zhou Lianqing
T Company Secretary
Shandong, the People’s Republic of China
4th September, 2003

Noies:
1. Candidates for appointment as independent directors of the Company and their personal particulars

M. Ding Huiping (T 8), born in 1956, a professor and Ph.D. tutor. Mr. Ding graduated from Nostheastern University (J 3L KX £ in February, 1982. He studied in Sweden since 1987 and
acquired a Doctor degree in Enterprise Economic in 1992. He has been working at Economic and Management School of Northern Jiaotong University (At 7 Z B K £) since 1993,

M. Zhao Jinghua (#i 5% %), born in 1962, a professor and Ph.D. tutor of Management School of Shandong University ((1 BT K &%), He was appointed deputy head of Economic and Management
Faculty and deputy head of Management School of Shandong University. Mr. Zhao is currently the dean of Management School of Shandong University.

Mr. Hu Yuanmu (88 T2 K), born in 1954, Ph.D, a professor and Master wtor of Shandong Economic College (LB HLFE). Mr. Hu graduated from Shandong Economic College in July,
1983. He is a committee member of Shandong Accounting Society (Lt B 1 &t

Mrt. Wang Chuanshun (E ), born in 1965, a senior accountant. Mr. Wang gradualed from Southwest Agricultural University (78 85 B2 8 A &) in July, 1990 with a Master degree. He is a
director and chief accountant of Shandong Zhengyuanhexin Accountants Limited (Ll 3 IE i 50 {5 & ¥ 6 8 55 £7).

2. Eligibility of attending the Extraordinary General Meeting

Shareholders whose names appear on the register of members of the Company at the close of business on Tuesday, 21st October, 2003 (“Registered Shareholders”) are entitled to attend the
Exiraordinary General Meeting upon completion of the necessary registration procedures. The H share register of members of the Company will be closed from Monday, 22nd September,
2003 to Tuesday, 21st October, 2003, both days inclusive, during which period no transfer of the Company's H shares will be effected. Shareholders of H shares of the Company intending to
attend the Extraordinary General Meeting are required to lodge their respective instrument(s) of transfer and the relevant share certificate(s) to Hong Kong Registrars Limited, the H share
registrar of the Company, by 4:00 p.m. on Friday, 19th September, 2003,

3. Registration procedures for attending the Extraordinary General Meeting

(1) Registered Shareholders who intend to attend the Extraordinary General Meeting are required to deliver the completed and signed written reply slip with the Secretarial Office of the
board of directors of the Company on or before Tuesday, 30th September, 2003. Please use the “Reply Stip for Attendance” enclosed herewith or a duplicate copy thereof to reply. In
addition to the requirements mentioned above, Registered Shareholders of H shares of the Company who intend to attend the Extraordinary General Meeting shall also deliver copies of
their instruments of transfer and the relevant share certificates with the Secretarial Office of the board of directors of the Company on or before Tuesday, 30th September, 2003.

(2) Registered Shareholders may deliver the necessary registration documents to the Company in person, by post or by facsimile. Upon receipt of the above documents, the Company shall
complete the registration procedures in respect of attending the Extraordinary General Meeting, and shall issue copies or facsimile copies of admission cards for attending the Extraordinary
General Meeting by post or by facsimile. Shareholders or their proxies may produce such copies of the admission cards at the time of attending the meeting in exchange for the original
of the admission cards.

4. Proxies

(1)  Any Registered Shareholder is entitled to appoint one or more proxies 1o attend and vote at the Extraordinary General Meeting on his behalf by completing the enclosed “Proxy Form For
Use at the Extraordinary General Meeting” (the “Proxy Form™) or by completing a duplicate copy thereof. A proxy need not be a shareholder of the Company. Should more than one
proxy be appointed, such proxies shall only exercise their voting rights on 2 poll. The Proxy Form shall be signed by the Registered Shareholder or his attorney duly authorised in
writing. If the Proxy Form is signed by the attorney of a Registered Shareholder, the power of attorney or other documents of authorisation autherising the attorney to appoint the proxy
shall be notarised. If the attorney is a corporation, then the Proxy Form shall be executed under seal or shall be executed by its director or a duly authorised person.

(2) Inrespect of Registered Shareholders of domestic shares of the Company, the notarised power of attorney or other documents of authorisation and the completed Proxy Form shall be
delivered to the Secretarial Office of the board of directors of the Company not less than 24 hours before the time designated for convening the Extraordinary General Meeting. In respect
of Registered Shareholders of H shares of the Company, the notarised power of attorney or other documents of authorisation and the completed Proxy Form shall be delivered to Hong
Kong Registrars Limited not less than 24 hours before the time designated for convening the Extraordinary General Meeting.

5. Miscellaneous

(1)  Each of the shareholders of the Company (or his proxy) shall exercise his voting rights according to the number of shares with voling rights represented by him and shall be entitled to
one vote for each share held.

(2)  The Extraordinary Gensral Meeting is expected to take half a day. Sharehelders attending the Extraordinary General Meeting shal) be responsible for their own trave! and accommodation
expenses.
(3) The registered address of the Company and the details of the Secretarial Office of the board of directors of the Company are as follows:-
No. 14, Jingsap Road
Jinan, Shandong Province
The People’s Republic of China

TeiNo.:  86-531-603 5467
Fax No.:  86-531-603 5469

(4)  The address and contact details of Hong Kong Registrars Limited are as follows:-
Rooms 1501-05, 19th Floor
Hopewell Centre

183 Queen’s Road East
Wanchai, Hong Kong

Tel No.:  852-2862 8628
Fax No.:  852-2865 0990 / 852-2529 6087

(5} The names of certain entities in the People’s Republic of China are set out herein in both the Chinese and English languages. The English names are the unofficial translations of their
respective Chinese names, and in the event of any inconsistency, the Chinese version shall prevail.

File No. 82-4932
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The Board of Directors of Shandong International Power Development Company Limited

(the “Company”) hereby presents the unaudited interim financial report of the Company
and its subsidiaries (the “Group”) and its jointly controlled entities for the six months
ended 30 June 2003 (the “Period”), prepared in accordance with International Accounting
Standard 34 “Interim Financial Reporting”. Although the financial report for the six months
ended 30 June 2003 has not been audited, it has been reviewed by KPMG, Certified Public
Accountants and the auditors of the Company, in accordance with the Statement of Auditing
Standard 700 “Engagements to review interim financial reports” issued by Hong Kong
Society of Accountants. KPMG’s independent review report to the Board of Directors is set
out on page 24.

INTERIM RESULTS AND INTERIM DIVIDEND

During the Period, net profit of the Group amounted to RMB671 million, representing an
increase of 2.30% when compared with that for the corresponding period of the previous
year. Earnings per share were RMBO0.128.

The Board of Directors resolved to distribute an interim dividend of RMBO0.02 per share
for the six months ended 30 June 2003. Dividend for domestic shares will be distributed
and paid in Renminbi whereas dividend for H shares will be declared in Renminbi and paid
in Hong Kong dollars (at the average exchange rate of converting Renminbi to Hong Kong
dollars as quoted by the People’s Bank of China for the week immediately preceding
Wednesday, 20 August 2003). The interim dividend will be distributed to shareholders of
the Company whose names appear on the register of members of the Company at the close
of business on Thursday, 11 September 2003. The register of members of the Company will
be closed from Friday, 5 September 2003 to Thursday, 11 September 2003 (both days

-inclusive) during which no share transfer will be registered. Registered holders of H shares

of the Company should lodge their instruments of transfer and the relevant share certificates
with the H share registrar of the Company, Hong Kong Registrars Limited, at Shops 1712-
1716, 17/F, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong by not later
than 4:00 p.m. on Thursday, 4 September 2003 for the entitlement to receive the interim
dividend. Dividend will be distributed on Friday, 26 September 2003.

BUSINESS REVIEW OF THE PERIOD
Power Generation Management

During the first half of 2003, the total electricity generation volume of the Group amounted
to 14,665 million kWh, increased by 1,053 million kWh over 13,612 million kWh for the
corresponding period of the previous year, representing an increase of 7.74%. On-grid
power generation volume amounted to 13,742 million kWh, representing an increase of
7.47% over 12,787 million kWh for the same period of the previous year.




As at 30 June 2003, the Group owned the entire interests in Zouxian Power Plant (with a
total installed capacity of 2,500MW comprising one 300MW unit, one 330MW unit, two
335MW units and two 600MW units), Shiliquan Power Plant (with a total installed capacity
of 1,255MW, comprising three 125MW units, two 140MW units and two 300MW units),
Laicheng Power Plant (with a total installed capacity of 1,200MW, comprising four 300MW
units) and Zibo SIPD Power Company Limited (“Zibo Company”) (with a total installed
capacity of 177MW, comprising two 88.5MW heat and electricity cogenerating units and
two other 135MW heat and electricity cogenerating units which are under construction). In
addition to the above four wholly-owned power plants/companies, the Group also held 55%
interest in Qingdao Power Plant (with a total installed capacity of 660MW, comprising two
300MW units and four heat and electricity cogenerating units with a total installed capacity
of 60MW), 30% interest in Weifang Power Plant (with a total installed capacity of 630MW,
comprising one 300MW unit and one 330MW unit), 70% interest in Shandong Zhanggiu
Power Company Limited (“Zbanggiu Company”)(with a total installed capacity of 270MW,
comprising two 135MW generating units) and 54.49% interest in Shandong Tengzhou
Xinyuan Power Company Limited (“Tengzhou Company”) (with a total installed capacity
of 168MW, comprising one 33MW heat and electricity cogenerating unit and one 135MW
heat and electricity cogenerating unit and another 135MW heat and electricity cogenerating
unit which is under construction). As at 30 June 2003, the total installed capacity managed
by the Group amounted to 6,860MW and the total interested installed capacity was
5,964.5MW which represented an increase of 470MW (ie., an increase of 8.55%) over the
total interested installed capacity of 5,494.5MW at the end of 2002 and accounted for
22.30% of the total installed capacity of Shandong Province.

During the Period, in the 32nd Large-scale Thermal Power Units with unit capacity of
600MW Competition of the State for the Year 2002, a total of 30 generating units from 14
power plants in China participated in this competition. These generating units were examined
in accordance with such capabilities as operating efficiency, safe operating period and
production rate of the generating units. Altogether 6 generating units won prizes in the
competition. The rate of winning prize was 20%. All the two 600MW generating units of
Zouxian Power Plant which participated in the competition won prizes, and the rate of
winning prize was 100%. The No. 5 600MW generating unit of Zouxian Power Plant won
top-rank prize (first prize). This was the second State championship it obtained, following
the top-rank prize it won in 2000.

Infrastructure Construction Projects

The construction progress of the Group’s construction projects was being undertaken
smoothly as scheduled. The fourth 300MW generating unit of Laicheng Power Plant, which
is wholly-owned by the Company, officially commenced commercial operation on 6 May
2003. Its on-grid electricity price was simultaneously approved by the government to be
RMB320/MWh (tax included) and has been in force since the date of commencement of
commercial operation.
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The construction of two 135MW heat and electricity cogenerating units of Zibo Company,
which is wholly owned by the Company, was in progress as scheduled. As at 30 June 2003,
the construction costs incurred by Zibo Company amounted to approximately RMB657
million, representing 72.52% of the total budgeted construction costs of this project.

The first 135MW generating unit of Tengzhou Company, in which the Company owns
54.49% interest, officially commenced commercial operation on 31 March 2003. Its on-
grid electricity price was also simultaneously approved by the government to be RMB320/
MWh (tax included) and has been in force since the date of commencement of commercial
operation. As at 30 June 2003, the construction costs incurred by Tengzhou Company in the
construction of its two generating units amounted to RMB710 million, representing 71.50%
of the total budgeted construction costs for this project. The second 135MW generating
unit is expected to commence commercial operation in the second half of 2003.

New Investment Projects

On 1 July 2003, based on the regional development strategies of “stabilizing Shangdong,
developing nationwide, having regions relatively concentrated, having the short term and
long term merged”, the Company entered into agreements with the relevant investing parties
in Ningxia autonomous region. To the knowledge of the Directors of the Company, those

-investing parties are third parties independent of the Company. Pursuant to the agreements,

the Company’s equity interest in Ningxia Yinglite Zhongning Power Company Limited ( &
ERNEPEESEHRADF ) (“Zhongning Company”) is increased from 20% to 50%.
Zhongning Company plans to develop two 300MW coal-fired generating units. The proposal
has been approved by the original State Development and Planning Commission. Currently,
the feasibility study tasks are being undertaken.

On 26 June 2003, the Company jointly promoted with four other companies (to the knowledge
of the Directors of the Company, those investing parties are third parties independent of the
Company) to establish Ningxia Power Generation Company (Group) Limited (£ E & &
£ BB R EE 2T ), in which the Company owns 31.11% interest. The remaining shares
are held by Ningxia Yinglite Power (Group) Corporation (EE R H BB H(EBE K%
BR 2R ) (35.56%), &t RE R E S ¥R E QT (16.67%), Ningxia Power
Development & Investment Company Limited (EE B W HZIREBREET R F))
(11.11%)and EE R F B8 H E B R 2 7 (5.55%). Ningxia Power Generation Company
mainly invests in and develops the power source projects in the Ningxia autonomous region
and is the principal entity developing future power source projects in Ningxia autonomous
region. Ningxia Power Generation Company also mainly endeavors to study and formulate
the planning of the two electrical power bases at 10,000MW level in the autonomous region
and is responsible for commencing the preliminary work of the power source projects in
the autonomous region. At present, Ningxia Power Generation Company intends to invest

in, plan and construct, two power source projects, which mainly include Zhongning Company
and Lingwu Power Plant.
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Issue of A Shares

On 24 June 2003, in the annual general meeting for the year of 2002, the Company passed
various resolutions regarding its proposed issue of A shares in the People’s Republic of
China (the “PRC”). The proposed issue by the Company of a maximum of 765,000,000 new
A shares was conditionally approved: Out of the total number of new A shares to be issued
by the Company, a maximum of 196,000,000 new A shares (in the from of unlisted Stated-
owned legal person shares) were approved to be allocated and issued to China Huadian
Corporation, with the remaining portion of the new A shares (which A shares being proposed
to be listed on the Shanghai Stock Exchange) being proposed to be issued to natural
persons and institutional investors, except those prohibited by PRC laws and/or regulations,
in the PRC. Details regarding the Company’s proposed issue of A shares are set out in its
announcements dated 9 May, 13 May and 24 June 2003 and in its shareholders’ circular
dated 30 May 2003.

Other Matters

On 20 June 2003, the Company signed a “Comprehensive Cooperation Agreement” with
the Shandong Branch of Industrial and Commercial Bank of China. According to the
agreement, the Shandong Branch of Industrial and Commercial Bank of China will provide
to the Company credit support in a total amount of RMB 10 billion in accordance with the
Company’s capital demand in order to assist the Company to construct and acquire new
power source projects.

On 24 June.2003, in the annual general meeting for the year of 2002, the Company resolved
to acquire 80% equity interest in Sichuan Guangan Power Generation Company Limited
(“Guangan Company”) from the controlling shareholder of the Company — China Huadian
Corporation. Guangan Company was established in 1996, situated in Guangan Municipality
of Sichuan Province and is mainly engaged in the business of generating electricity. The
project of Guangan Company has two phases: Phase I project comprises two 300MW coal-
fired power generating units which started commercial operation in October 1999 and
February 2000, respectively; Phase II project comprises two 300MW coal-fired power
generating units which started construction in September 2002 and are expected to be put
into commercial operation in August 2004 and December 2004, respectively. Details
regarding this acquisition by the Company are set out in its announcements dated 9 May,
13 May and 24 June 2003 and in its Shareholders’ circular dated 30 May 2003.
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MANAGEMENT DISCUSSION AND ANALYSIS

Economic Environment and Power Demand

The economy of the PRC maintained steady growth in the first half of 2003. Gross Domestic
Product (“GDP”) of the State amounted to approximately RMB5,005.3 billion, representing
an increase of 8.2% over the same period of the previous year. GDP of Shandong Province
on which the Group’s services are mainly based was approximately RMB561.008 billion,
representing an increase of 12.9% over the same period of the previous year, and was 4.7
percentage over the national average.

In the first half of 2003, the power consumption of the whole society of Shandong Province
was 65,778 million kWh, representing an increase of 14.46% over the same period of last
year. The industrial sector of Shandong Province consumed 49,873 million kWh, representing
an increase of 15.68% over the same period of last year, and accounted for 75.82% of the
total power consumption of Shandong Province. The agriculture, fisheries and water
conservancy industries in Shandong Province consumed 2,792 million kWh, representing
a decrease of 8.61% over the same period of last year and accounted for 4.24% of the total
power consumption of Shandong Province. The power consumed by the urban and rural
residents in Shandong Province amounted to 7,618 million kWh, representing an increase
of 14.23% over the same period of last year and accounted for 11.58% of the total power
consumption of Shandong Province.

Operating Revenue and Profit

During the Period, the operating revenue of the Group amounted to RMB4,096 million,
representing an increase of 7.95% when compared with that for the corresponding period
of the previous year; the operating profit amounted to RMB1,258 million, representing an
increase of 13.54% when compared with that for the corresponding period of the previous
year; net profit amounted to RMB671 million, representing an increase of 2.30% over that
for the corresponding period of the previous year.

Operating Expenses
During the Period, the operating expenses of the Group amounted to RMB2,838 million,

representing an increase of 5.65% when compared with those for the corresponding period
of the previous year, and were lower than the growth of the operating revenue.
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The principal operating expense of the Group was the cost of coal. During the Period, the
cost of coal was RMB1.419 billion which accounted for 50% of the Group’s total operating
expenses and represented an increase of RMB&9.08 million or 6.7% when compared with
that for the corresponding period of the previous year, and was lower than the growth of
electricity generation amount. The coal cost of unit electricity supply of the Group for the
first half of this year was RMB99.38/MWh, representing a decrease of 1.33% when compared
with that for the same period of last year.

During the Period, the costs for major overhauls and maintenance of the generating units
of the Group amounted to RMB247 million, representing a decrease of RMB10 million
over the same period of last year. The main reason was that fewer generating units had
major overhauls in the first half of this year. The cost of personnel costs amounted to
RMB204 million, representing an increase of RMBI 1.88 million over the same period of
last year. Depreciation and amortization cost amounted to RMB619 million, representing
an increase of RMB49.37 million over the same period of last year. The main reason is due
to the increase in depreciation of the generating units which newly commenced operation

at the end of last year and in the first half of this year. Other operating expenses amounted
to RMB85.89 million, representing an increase of RMB14.78 million when compared with
those for the same period of last year. The increase was mainly attributable to an increase
in fuel oil cost which, in turn, resulted from an increase in the number of the Company’s
generating units and in the volume of electricity supply, and to an increase in water cost
which, in turn, resulted from an increase in the rate for water supply. Selling and
administration expenses amounted to RMB213 million, representing a decrease of RMB7.84
million from the same period of last year.

Finance Costs

During the Period, net finance cost of the Group amounted to RMB236 million, representing
a decrease of 6.46% when compared with that for the corresponding period of the previous
year. Of which, the interest expenses amounted to RMB243 million, representing a decrease
of 6.01% when compared with those for the corresponding period of the previous year. This

was mainly attributable to loan repayments and the decrease in interest rate of the borrowings.

Indebtedness

As at 30 June 2003, the borrowings of the Group amounted to RMB9,037 million and the
net liability to asset ratio of the Group was 43.18%.

Major Technological Upgrade Projects
The main purposes of the technological upgrade projects undertaken by the Group were to

enhance the capacity of electricity generating units, the technological level of its facilities
and the efficiency of the generating units and to protect the environment.
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Lt During the first half of the year, the technological upgrade projects undertaken by the
i Group mainly included: technological improvement project in respect of energy saving and
increase in the capacity of the second generating unit of Weifang Plant.

Major Operating Statistics

The table below sets out the major operating statistics of the Group’s power plants during
the first half of 2003:

Power plants/companies
Items Zouxian Shilignan Laicheng (Qingdao Weifang  Zibo Zhanggiu Tengzhou  Total

Interest owned(%) 100 100 100 55 30 100 70 5449 —
Installed capacity (MW) 2,500 1,255 1,200 660 630 177 270 168 6,860 *
Average utilization hours 2390 2,614 2,583 2728 2255 2,536 2364 3066 2496 *
Total amount of

electricity generated

(million MWh) 5.98 328 2.56 1.80 142 048 0.64 031 14.66 **
Net amount of

electricity generated

ks {million MWh) 5.65 3.06 2.42 1.68 133 042 0.59 0.29 1375 %
Equivalent availability
factor (%) 93.00 100 100 90.57 8231 9364 8624 9777 9392
Capacity factor(%) 5502 61.02 6036 6281 5191 6047 5443 7047 5179
Equivalent forced

outage rate (%) 0.01 0 0 057 030 147 3 1.02 0.27

Net generation
standard coal .
consumption (g/kWh) 33336 358501 34397 350.02 34445 36441 37586  382.08 346.15

Note:
* Calculated on the basis of gross amount of all units
** For Qingdao and Weifang Power Plants, the relevant items were calculated in proportion to the

percentage of interest the Company owned. Such items were calculated on a 100% basis in
respect of the other power plants and companies.

Business Outlook for the Second Half of 2003

PR

1. Ensuring the power plants of the Group are operated safely and attaining the targets
of the Group relating to electricity generation scheduled for 2003;

2. Ensuring the construction of the two 135MW generating units of Zibo Company and
the second 135MW generating unit of Tengzhou Company being in progress as
scheduled;
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3. Grasping such opportunities as the development of Western China and the transmission
. of electricity from Western China to Eastern China, and if opportunities arise, actively
exploring and taking part in power source development projects in Ningxia
autonomous region;

4. Endeavoring to enhance the progress of the preliminary work of the Group’s
development projects within Shandong Province with a view to commencing the
work for such projects as soon as possible.

SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2003, so far as the Directors of the Company are aware, each of the following
persons, not being a Director, Supervisor, chief executive or member of senior management
of the Company, had an interest in the Company’s shares which falls to be disclosed to the
Company and The Stock Exchange of Hong Kong Limited under the provisions of Divisions
2 and 3 of Part XV of the Securities and Futures Ordinance (the “SFO”):

Interest
Approximate Approximate Approximate
percentage of percentage of percentage of

shareholding shareholding shareholding

in the in the in the
Company’s Company’s Company’s
Type of Number of total issued total issued total issued Short
Name of shareholder shares shares held share capital  domestic shares H shares position
China Huadian Domestic 2,815,075,430 53.56% 73.60% — —
Corporation shares
Shandong International ~ Domestic 903,443,970 17.19% 23.62% - —
Trust and Investment  shares
Company Limited
HKSCC Nominees H shares 1,410,190,000 26.83% — 98.54% —
Limited (Note)
Note:

Based on the information available to the Directors of the Company as at 30 June 2003 and so far as
the Directors are aware, among the 1,410,190,000 H shares held by HKSCC Nominees Limited, J.P.
Morgan Chase & Co. had an interest, directly and indirectly, in an aggregate of 187,822,000 H shares
of the Company (representing approximately 13.12% of the then total issued H shares). Out of which
187,822,000 H shares, J.P. Morgan Chase & Co. had an interest in a lending pool comprising 60,392,000
H shares (representing approximately 4.22% of the then total issued H shares). Based on the information
available on the website of The Stock Exchange of Hong Kong Limited and so far as the Directors of
the Company are aware, J.P. Morgan Chase & Co. was, as at 30 June 2003, interested in the aforesaid
187,822,000 H shares of the Company in the manner as follows:
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(a) 118,492,000 H shares, representing approximately 8.280% of the Company’s then total issued
H shares, were held in the capacity as investment manager by JF Asset Management Limited.
JF Asset Management Limited was approximately 99.99% owned by J.P. Morgan Fleming Asset
Management (Asia) Inc., which, in turn, was ultimately beneficially wholly-owned by J.P.
Morgan Chase & Co.;

(b) 60,392,000 H shares, representing approximately 4.220% of the Company’s then total issued H
shares, were held by JPMorgan Chase Bank, which was beneficially wholly-owned by J.P.
Morgan Chase & Co.;

() 8,850,000 H shares, representing approximately 0.618% of the Company’s then total issued H
shares, were held in the capacity as investment manager by JF International Management Inc.,
which was ultimately beneficially wholly-owned by I.P. Morgan Chase & Co.; and

(d) 88,000 H shares, representing approximately 0.006% of the Company’s then total issued H
shares, were held in the capacity as beneficial owner by J.P. Morgan Whitefriars Inc., which was
ultimately beneficially wholly-owned by J.P. Morgan Chase & Co..

Save as disclosed above, according to the records of HKSCC Nominees Limited and other information
available to the Directors of the Company as at 30 June 2003, the other H shares held by HKSCC
Nominees Limited were held by it on behalf of a number of other persons, and to the knowledge of the
Directors of the Company, none of such persons individually was interested in 5% or more of the then
total issued H shares of the Company as at 30 June 2003,

Save as disclosed above and so far as the Directors are aware, as at 30 June 2003, no other person (other
than the Directors, Supervisors, chief executives or members of senior management of the Company)
had an interest or short position in the Company’s shares or underlying shares (as the case may be)
which would fall to be disclosed to the Company and The Stock Exchange of Hong Kong Limited under
the provisions of Divisions 2 and 3 of Part XV of the SFO and as recorded in the register required to
be kept under section 336 of the SFO, or was otherwise a substantial shareholder (as such term is
defined in the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“the Listing Rules”)) of the Company.

DIRECTORS, SUPERVISORS, CHIEF EXECUTIVES OR
SENIOR MANAGEMENT’S INTERESTS

As at 30 June 2003, none of the Directors, Supervisors, chief executives or members of
senior management of the Company and their respective associates had any interest or short
position in the shares, underlying shares and/or debentures (as the case may be) of the
Company and/or any of its associated corporations (within the meaning of Part XV of the
SFO) which was required to be notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to the provisions of Divisions 7 and 8 of Part XV of the SFO
(including interest and short position which any such Director, Supervisor, chief executive
or member of senior management is taken or deemed to have under such provisions of the

-SFO), or which was required to be entered in the register of interests required to be kept

by the Company pursuant to section 352 of the SFO or which was otherwise required to be
notified to the Company and The Stock Exchange of Hong Kong Limited pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies as set out in
Appendix 10 to the Listing Rules.
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REPURCHASE, SALE OR REDEMPTION OF SECURITIES

During the Period, neither the Company nor any of its subsidiaries had repurchased, sold
or redeemed any of its securities (the word ‘securities’ shall have the meaning as in paragraph
1 of Part I of Appendix 7 to the Listing Rules) .

EMPLOYEES’ MEDICAL INSURANCE

Since 1 January 2003, the Group began to implement the basic medical insurance rules for
staff in accordance with “the Implementing Project to Establish the Basic Medical Insurance
Rules for the Urban and Rural Residents in Shandong Province”, under the management of
the local governments, pursuant to which the basic medical insurance fund will be contributed
by the enterprise concerned and its staff. The employees are required to pay medical
insurance fees calculated as 2% of their average monthly wages of the previous year, and
the Group is required to pay fees ranging between 6% and 8% according to the policies
promulgated by the local governments where the enterprise is situated.

The Group anticipates that the implementation of those medical insurance rules will not
have any significant impact on the business operation and financial position of the Group.
Apart from the above contribution, the Group is not required to pay any other medical
expenses for employees.

DESIGNATED DEPOSITS AND OVERDUE MATERIAL
DEPOSITS

As at 30 June 2003, the Group’s deposits placed with financial institutions or other parties
did not include any designated or trust deposits, or any material deposits which could not
be collected by the Group upon maturity.

MATERIAL LITIGATION

As at 30 June 2003, the Group was not involved in any material litigation or arbitration.
Besides, no litigation or claim of material importance was known to the Directors of the
Company to be pending or threatened by or against the Group.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information which would reasonably
indicate that the Company is not, or was not for any part of the Period, in compliance with
the Code of Best Practice as set out in Appendix 14 to the Listing Rules.
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Consolidated income statement
for the six months ended 30 June 2003 (unaudited)
(Expressed in Renminbi)

Six months ended 30 June

2003 2002
Note RMB’000 RMB’000
Turnover 2 4,095,677 3,794,079

Operating expenses
Coal consumption (1,419,385) (1,330,305)
Depreciation and amortisation (618,672) (569,299)
Major overhaul expenses (151,916) (168,109)
Repairs and maintenance (95,519) (89,321)
Personnel costs (203,632) (191,756)
Selling and administration expenses (213,275) (221,118)
Sales related taxes (49,831) (45,440)
Other operating expenses (85,894) (71,116)

(2,838,124) (2,686,464)

Operating profit 1,257,553 1,107,615
Other income 3 124 126,366
Net finance costs 4 (235,676) (251,953)
Non-operating expenses (net) (1,687) (1,182)
Profit from ordinary activities before taxation 5 1,020,314 980,846
Taxation 6 (340,194) (325,337)
Profit from ordinary activities after taxation 680,120 655,509
Minority interests (9,544) (12)
Profit attributable to shareholders ) 670,576 655,497
Basic earnings per share 8(1) RMB 0.128 RMB 0.125

Consolidated statement of recognised gains and losses
for the six months ended 30 June 2003 (unaudited)

There was no gain or loss recognised directly in equity during the six months ended 30 June
2002 and 2003.

The notes on pages 15 to 23 form part of this interim financial report.
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Consolidated balance sheet at 30 June 2003 (unaudited)

(Expressed in Renminbi)

Non-current assets

Property, plant and equipment
Construction in progress
Lease prepayments

Intangible assets

Interest in associates
Investments

Deferred tax assets

Current assets
Inventories

Deposits, other receivables and prepayments

Trade receivables

Fixed deposits maturing over three months

Cash and cash equivalents

Current liabilities
Bank loans
Current portion of long term loans
from shareholder
Current portion of state loan
Current portion of long term other loans
Trade payables
Other payables and accruals
Dividend payable
Tax payable

Net current (liabilities)/ assets

Total assets less current liabilities
carried forward

Note

10

11

12

13

At 30 June At 31 December

2003 2002
RMB’000 RMB’000
15,920,376 15,319,303
1,108,694 1,363,657
405,954 378,185
42,769 44,536
86,240 2,240
133,039 133,039
31,369 32,248
17,728,441 17,273,208
286,950 268,373
129,206 86,895
750,981 472,708
29,161 10,455
1,278,690 1,045,402
2,474,988 1,883,833
758,409 477,121
36,794 87,794
14,891 14,594
10,506 10,534
402,567 207,355
1,137,327 719,539
189,219 —
207,662 169,029
2,757,375 1,685,966
(282,387) 197,867
17,446,054 17,471,075
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Consolidated balance sheet (continued)
at 30 June 2003 (unaudited)

(Expressed in Renminbi)

At 30 June At 31 December

2003 2002
Note RMB’000 RMB’000
Total assets less current liabilities
brought forward 17,446,054 17,471,075
Long term liabilities
Bank loans 6,866,575 7,356,595
Loans from shareholder 610,000 610,000
State loan 92,925 97,063
Other loans 646,505 676,530
Deferred tax liabilities 189,813 181,109
’ 8,405,818 8,921,297
Net assets 9,040,236 8,549,778
Equity
Share capital 14 5,256,084 5,256,084
Capital reserve 14 778,040 778,040
Statutory common reserve 14 656,766 656,766
Statutory common welfare fund 14 289,979 289,979
Retained profits 14 1,883,118 1,401,761
8,863,987 8,382,630
Minority interests 176,249 167,148
Total equity and minority interests 9,040,236 8,549,778

The notes on pages 15 to 23 form part of this interim financial report.
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Condensed consolidated cash flow statement

for the six months ended 30 June 2003 (unaudited)
(Expressed in Renminbi) ;
!
Six months ended 30 June
2003 2002
RMB’000 RMB’000
Net cash from operating activities 1,603,663 1,146,824
Net cash used in investing gctivities (1,076,307) (899,985) j
Net cash used in financing activities (294,068) (1,594,462) ‘
Increase/{decrease) in cash and cash equivalents 233,288 (1,347,623)
Cash and cash equivalents at 1 January 1,045,402 2,511,024
%
Cash and cash equivalents at 30 June 1,278,690 1,163,401 f

The notes on pages 15 to 23 form part of this interim financial report.
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Notes on the unaudited interim financial report
(Expressed in Renminbi)

(1)

(2)

Basis of preparation

This interim financial report set out on pages 11 to 23 is unaudited, but has been
reviewed by KPMG in accordance with Statement of Auditing Standards 700
“Engagements to review interim financial reports”, issued by the Hong Kong Society
of Accountants. KPMG’s independent review report to the Board of Directors is
included on page 24.

The interim financial report has been prepared in accordance with the requirements
of the Main Board Listing Rules of The Stock Exchange of Hong Kong Limited,
including compliance with International Accounting Standard 34 “Interim Financial
Reporting” adopted by the International Accounting Standards Board.

The financial information relating to the financial year ended 31 December 2002
included in the interim financial report does not constitute the company’s annual
financial statements prepared under International Financial Reporting Standards
(“IFRS”) for that financial year but is derived from those financial statements. The
annual financial statements for the year ended 31 December 2002 are available at the
company’s legal office. The auditors have expressed an unqualified opinion on those
financial statements in their report dated 15 April 2003.

The same accounting policies adopted in the 2002 annual financial statements have
been applied to the interim financial report.

The notes on the interim financial report include an explanation of events and

transactions that are significant to an understanding of the changes in financial
position and performance of the group since the 2002 annual financial statements.

Turnover
Turnover represents the sale of electricity and heat, net of value added tax, as follows:

Six months ended 30 June

2003 2002

RMB’000 RMB’000

Sale of electricity 4,020,492 3,732,352
Sale of heat 75,185 61,727

4,095,677 3,794,079




(4)

(5)
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Other income

The company early repaid part of the state loan amounting to US$208,508,000
(RMB1,725,882,000 equivalent) in January 2002. Based on the loan repayment
notice issued by the state government of the People’s Republic of China (“PRC”),
the actual amount payable for the settlement of this loan principal was
US$194,308,000 (RMB1,609,845,000 equivalent) after adjustments made by the
lender as advised by the PRC State government. A net gain of RMB116,037,000
arising in this connection was included in other income for the six months end 30
June 2002,

TR

Net finance costs
f
Six months ended 30 June |
2003 2002
RMB’000 RMB’000
Interest on bank and other loans 258,446 280,743 |
Less: interest capitalised (15,690) (22,467 ;
Net interest expenses 242,756 258,276
Less: interest income (7,080) (6,323)
1
Net finance costs 235,676 251,953 ‘

The interest costs have been capitalised at a rate of 5.64% per annum (six months
ended 30 June 2002: 5.95% per annum) for construction in progress.

Profit from ordinary activities before taxation
Profit from ordinary activities before taxation is arrived at after charging:

Six months ended 30 June

2003 2002

RMB'000 RMB’000

Cost of inventories consumed 1,519,459 1,388,998
Amortisation of intangible assets

and lease prepayments 10,075 10,266

Depreciation 608,597 559,033
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(7)

Taxation
Six months ended 30 June
2003 2002
RMB’000 RMB'000
Charge for PRC enterprise income tax 330,611 318,943
Deferred tax expense 9,583 6,394
340,194 325,337

The charge for PRC enterprise income tax is calculated at the rate of 33% (six
months ended 30 June 2002: 33%) on the estimated assessable profit of the group
for the six months ended 30 June 2003.

Dividends

(a)  Dividends declared during the six months ended 30 June 2002 and 2003 are
as follows:

Six months ended 30 June

2003 2002
RMB’000 RMB’000
Final dividend declared of RMB0.036 per share
for the year ended 31 December 2002
(Year ended 31 December 2001: RMBO0.17) 189,219 893,534

On 20 August 2003, the Board of Directors declared an interim dividend of
RMBO0.02 per share for the six months ended 30 June 2003, totalling
RMB105,122,000 (six months ended 30 June 2002: RMBO0.02, totalling
RMB105,122,000). The total amount of the dividend payable of
RMB105,122,000 is based on the total number of shares in issue of
5,256,084,200 as at 19 August 2003 being the latest practicable date prior to
the board meeting. This dividend has not been recognised as a liability at 30
June 2003.
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(7) Dividends (Continued)

(b)  Dividends paid during the six months ended 30 June 2002 and 2003 are as f
follows:

Six months ended 30 June

2003 2002 3
: RMB’000 RMB 000 3
Final dividend of RMBO0.17 per share 5,:
: for the year ended 31 December 2001 — 893,534 5

(8) Earnings per share

(i) Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable
to shareholders of the company for the six months ended 30 June 2003 of
RMB670,576,000 (six months ended 30 June 2002: RMB 655,497,000) and
the number of shares in issue during the six months ended 30 June 2003 of
5,256,084,200 (six months ended 30 June 2002: 5,256,084,200).

(ii) Diluted earnings per share

There were no dilutive potential shares in existence during the six months '
ended 30 June 2002 and 2003. |

(8) Construction in progress

At 30 June At 31 December

2003 2002 |

RMB’000 RMB’000 |
Development of power plants 879,848 1,153,689
Improvement projects 228,846 209,968

1,108,694 1,363,657
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Construction in progress (Continued)

Details of the group’s power plants development projects are as follows:

Budgeted
Installed construction Anticipated year
capacity cost of completion

RMB’ million

The second generating unit at

Tengzhou Company 135MW 482 2003
The third and fourth generating
units at Zibo Company 2 x 135MW 906 2003

Interest in associates

At 30 June 2003, the group had the following associates, both of which are unlisted
and incorporated in the PRC:

Percentage of
interest directly
Registered Paid up held by the  Principal

Name of associates capital capital company  activities

RMB’000 RMB’000

Ningxia Yinglite Zhongning 11,200 11,200 20%  Development
Power Company Limited of power plants
(“Zhongning”) (note 1)

Ningxia Power Generation 000,000 270,000 31.11%  Development
Company (Group) Limited of power plants
(“Ningxia”) (note ii)

Note:

(1)

(it)

In July 2003, the company acquired an additional 30% equity interest in Zhongning from
the other independent investors for a total consideration of RMBS5.36 million. After the
acquisition, the company holds a 50% equity interest in Zhongning and has committed
to further inject RMB222 million of capital in Zhongning.

Zhongning plans to develop and construct two 300MW generating units. The total
budgeted cost of this project amounts to RMB2.3 billion and the two generating units
are expected to commence commercial operation in 2005 and 2006 respectively.

In June 2003, the company entered into an agreement with four independent investors
to form Ningxia for the development and investment in power projects in Ningxia
Autonomous Region. As at 30 June 2003, Ningxia has not commenced operation.

The company has injected capital of RMB84 million and commited to further inject
RMB196 million of capital in Ningxia as at 30 June 2003.
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(11) Trade receivables

At 30 June At 31 December
2003 2002
RMB’000 RMB’000
Trade receivables due from Shandong Electric
Power (Group) Corporation (*SEPCO”) for
the sale of electricity 688,769 424,633
Trade receivables due from third parties for
sale of heat 62,212 48,075
750,981 472,708

Receivables from SEPCO are due within 30 days from the date of billing. Receivables
for sale of heat are due within 90 days from the date of billing. The amount due from
SEPCO was not yet due for payment as at 30 June 2003. The age of receivables for

sale of heat is within six months.

(12) Cash and cash equivalents

At 30 June At 31 December

2003 2002

RMB’000 RMB’000

Cash at bank and in hand 964,129 747,493
Time deposits with banks

maturing within three months 314,561 297,909

1,278,690 1,045,402

Trade payables

Trade payables are generally due within 30 days from the date of billing. The

amounts were not yet due for payment as at 30 June 2003.
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(15)

Shandong International Power Development Company Limited

Share capital and reserves

Statutory  Statutory Total
Share Capital  common  common  Retained shareholders’
capital reserve reserve welfare fund profits equity

RMB'000  RMB'000  RMB'000  RMB°000 RMB000  RMB 000

Balance at 1 January

2003 5,256,084 778,040 636,766 289,979 1,401,761 8,382,630
Profit for the period - - - - 670,576 670,576
Dividends declared

{Note 7)) — — — —  (189,219)  (189,219)

Balance at 30 June 2003 3256084 778040 656766 289979 _LSR3IIR .8.863.987

Material related party transactions

(i)  Following the recent reform of the power sector in the PRC, the company’s
controlling ownership was transferred from SEPCO to China Huadian Group
Corporation (“China Huadian™) on 1 April 2003, and SEPCO ceased to be the
holding company of the company on that date.

(ii)  The group had the following material transactions with SEPCQ, and entities
controlled by SEPCO during the six months ended 30 June 2002 and 2003:

Six months ended 30 June

2003 2002
RMB’000 RMB’000
(note)
Sale of electricity 1,885,413 3,732,352
Interconnection and despatch
management fees 19,140 38,422
Repairs and maintenance services 48,473 113,237
Construction costs and equipment
costs paid and payable 58,560 257,284

Note: These represent the group’s transactions with SEPCO, and entities controlled by SEPCO,
for the three months ended 31 March 2003.
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(15) Material related party transactions (Continued)

(iii) The balances due to/ (from) related parties are as follows:

Nature of At 30 June At 31 December
transactions 2003 2002 !
RMB000 RMB'000 ;
SEPCO Sale of electricity — (424,633) [
Shandong Electric Power Hongyvan ~ Repairs and — (6,699) :
Electricity Generation Gverhaul maintenance
Company Limited services
I
Shandong Electric Power No.1 Construction — 70,104 X
Construction Engineering costs and ,
Company, Shandong equipment costs
Electric Power No.2 Construction '
Engineering Company and ;
Shandong Electric Power No, 3
Construction Engineering Company
Construction

(iv) The company entered into an acquisition agreement on 9 May 2003 with
China Huadian, the company’s holding company, to acquire 80% equity interest
in Sichuan Guangan Power Generation Company Limited (“Guangan”) from
China Huadian, for a consideration of RMB475.5 million, which is to be
adjusted by 80% of the difference between the audited net asset value of i
Guangan as at 31 December 2002 and that as at the date of completion, both r
to be determined in accordance with the PRC Accounting Standards and !
Regulations. The anticipated completion date of this acquisition is 31
December 2003.

The principal activities of Guangan are the generation and sale of electricity
in Sichuan Province, the PRC.

(16) Capital commitments
(1) Capital commitments
The group (excluding jointly controlled entities) had capital commitments

outstanding as at 30 June 2003 and 31 December 2002 not provided for in the
financial statements as follows:




Shandong International Power Devglbpment Company Limited

(16) Capital commitments (Continued)

At 30 June At 31 December

2003 2002
RMB’000 RMB’000
Contracted for L
Development of power plants . 940,357 1,105,868
Investments 760,220 88,720 %L
Improvement projects 135,898 71,823 '
1,836,475 1,266,411
Authorised but not contracted for :
Development of power plants 819,786 742,215
Investments 136,440 —
Improvement projects 204,826 93,385
1,161,052 835,600
2,997,527 2,102,011

(i1) The group’s share of the jointly controlled entities’ capital expenditure
commitments amounted to RMB247,837,000 at 30 June 2003 (At 31 December
2002 : RMB225,389,000).

(17) Contingent liabilities

The group and the jointly controlled entities did not have any material contingnent
liabilities as at 30 June 2003 and 31 December 2002.

(18) Segment reporting

The group and its jointly controlled entities’ profits are almost entirely attributable
to the generation and sale of electricity in Shandong Province, the PRC. Accordingly,
no segmental analysis is provided.

(1‘9) Comparative figures

Certain staff costs have been reclassified from selling and administration expenses
to personnel costs in the unaudited consolidated income statement for the six months
ended 30 June 2002 in order to conform with the current presentation.
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Independent review report to the board of directors of
Shandong International Power Development Company Limited

Introduction

We have been instructed by the company to review the interim financial report as set out
on pages 11 to 23.

Respective responsibilities of directors and auditors

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be in compliance with the
relevant provisions thereof and International Accounting Standard 34 “Interim Financial
Reporting” adopted by the International Accounting Standards Board. The interim financial
report is the responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

Review work performed

We conducted our review in accordance with Statement of Auditing Standards 700
“Engagements to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries of group management and
applying analytical procedures to the interim financial report and based thereon, assessing
whether the accounting policies and presentation have been consistently applied unless
otherwise disclosed. A review excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially less in scope than an
audit and therefore provides a lower level of assurance than an audit. Accordingly we do
not express an audit opinion on the interim financial report.

Review conclusion

On the basis of our review, which does not constitute an audit, we are not aware of any
material modifications that should be made to the interim financial report for the six
months ended 30 June 2003.

KPMG

Certified Public Accountants
Hong Kong, 20 August 2003
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